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shall be presented using consistent ac-
counting policies and procedures as 
provided in § 1273.9(b) of this part. 

(3) The standards set forth in para-
graphs (b)(1) and (b)(2) of this section 
are subject to the exceptions set forth 
in Appendix A to this part. 

(4) The combined Bank System an-
nual financial reports shall be filed 
with FHFA and distributed to each 
Bank and Bank member within 90 days 
after the end of the fiscal year. The 
combined Bank System quarterly fi-
nancial reports shall be filed with 
FHFA and distributed to each Bank 
and Bank member within 45 days after 
the end of the of the first three fiscal 
quarters of each year. 

(5) The Audit Committee shall ensure 
that the combined Bank System an-
nual or quarterly financial reports 
comply with the standards of this part. 

(6) The OF and the OF board of direc-
tors, including the Audit Committee, 
shall comply promptly with any direc-
tive of FHFA regarding the prepara-
tion, filing, amendment, or distribu-
tion of the combined Bank System an-
nual or quarterly financial reports. 

(7) Nothing in this section shall cre-
ate or be deemed to create any rights 
in any third party. 

(c) Capital markets data. The OF shall 
provide capital markets information 
concerning debt to the Banks. 

(d) NRSROs. The OF shall manage the 
relationships with NRSROs in connec-
tion with their rating of consolidated 
obligations. 

(e) Research. The OF shall conduct re-
search reasonably related to the 
issuance or servicing of consolidated 
obligations. 

(f) Monitor Banks’ credit exposure. The 
OF shall timely monitor, and compile 
relevant data on, each Bank’s and the 
Bank System’s unsecured credit expo-
sure to individual counterparties. 

§ 1273.7 Structure of the OF board of 
directors. 

(a) Membership. The OF board of di-
rectors shall consist of seventeen part- 
time members as follows: 

(1) The twelve Bank presidents, ex 
officio, provided that if the presidency 
of any Bank becomes vacant, the per-
son designated by the Bank’s board of 
directors to temporarily fulfill the du-

ties of president of that Bank shall 
serve on the OF board of directors until 
the presidency is filled permanently; 
and 

(2) Five Independent Directors who— 
(i) Each shall be a citizen of the 

United States; 
(ii) As a group, shall have substantial 

experience in financial and accounting 
matters; and 

(iii) Shall not have any material re-
lationship with a Bank, or the OF (di-
rectly or as a partner, shareholder or 
officer of an organization), as deter-
mined under criteria set forth in a pol-
icy adopted by the OF board of direc-
tors. At a minimum, such policy shall 
provide that an Independent Director 
may not: 

(A) Be an officer, director, or em-
ployee of any Bank or member of a 
Bank, or have been an officer director 
or employee of a Bank or member of a 
Bank during the previous three years; 

(B) Be an officer or employee of the 
OF, or have been an officer or employee 
of the OF during the previous three 
years; or 

(C) Be affiliated with any consoli-
dated obligations selling or dealer 
group under contract with OF, or hold 
shares or any other financial interest 
in any entity that is part of a consoli-
dated obligations seller or dealer group 
in an amount greater than the lesser of 
$250,000 or 0.01% of the market capital-
ization of the seller or dealer group; or 
in an amount that exceeds $1,000,000 for 
all entities that are part of any con-
solidated obligations seller dealer 
group, combined. For purposes of this 
paragraph (a)(2)(iii)(C), a holding com-
pany of an entity that is part of a con-
solidated obligations seller or dealer 
group shall be deemed to be part of the 
consolidated obligations selling or 
dealer group if the assets of the holding 
company’s subsidiaries that are part of 
a consolidated obligation seller or deal-
er group constitute 35% or more of the 
consolidated assets of the holding com-
pany. 

(b) Terms. (1) Except as provided in 
paragraphs (b)(2) and (c)(1) of this sec-
tion, each Independent Director shall 
serve for five-year terms (which shall 
be staggered so that no more than one 
Independent Director seat would be 
scheduled to become vacant in any one 
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year), and shall be subject to removal 
or suspension in accordance with 
§ 1273.4(a) of this part. An Independent 
Director may not serve more than two 
full, consecutive terms, provided that 
any partial term served by an Inde-
pendent Director pursuant to para-
graph (b)(2) of this section, or time 
served by a private citizen member of 
the OF Board pursuant to an appoint-
ment made prior to the effective date 
of this part, shall not count as a term 
for purposes of this restriction. 

(2) The OF board of directors shall 
fill any vacancy among the Inde-
pendent Directors occurring prior to 
the scheduled end of a term by major-
ity vote, subject to FHFA’s review of, 
and non-objection to, the new Inde-
pendent Director. The OF board of di-
rectors shall provide FHFA with the 
same biographic and background infor-
mation about the new Independent Di-
rector required under paragraph (d) of 
this section, and FHFA shall have the 
same rights of non-objection to the 
Independent Director (and to appoint a 
different Independent Director) as set 
forth in paragraph (d) of this section. A 
person shall be elected (or otherwise 
appointed by FHFA) under this para-
graph to serve only for the remainder 
of the term associated with the vacant 
directorship. 

(c) Initial selection of Independent Di-
rectors. (1) As soon as practicable after 
the effective date of this regulation, 
FHFA shall fill the initial Independent 
Director positions by appointment. The 
Independent Directors shall be ap-
pointed for such periods of time, not to 
exceed five years, to assure the terms 
are staggered in accordance with para-
graph (b)(1) of this section. 

(2) The two Bank presidents and the 
private citizen member who con-
stituted the OF board of directors im-
mediately prior to the effective date of 
this rule shall, in consultation with the 
Banks, agree on a slate of at least five 
persons and nominate such persons for 
consideration for appointment as Inde-
pendent Directors by FHFA under this 
paragraph (c). The nominations shall 
be submitted to FHFA on or before 
June 17, 2010. FHFA may appoint per-
sons nominated under this paragraph 
or other persons identified by it and 
meeting the requirements of paragraph 

(a)(2) of this section, or some combina-
tion. 

(d) Election of Independent Directors 
after the initial terms. Once the terms of 
the Independent Directors initially ap-
pointed by FHFA expire or the posi-
tions otherwise become vacant, the 
Independent Directors subsequently 
shall be elected by majority vote of the 
OF board of directors, subject to 
FHFA’s review of, and non-objection 
to, each Independent Director. The OF 
board of directors shall provide FHFA 
with relevant biographic and back-
ground information, including informa-
tion demonstrating that the new Inde-
pendent Director meets the require-
ments of paragraph (a)(2) of this sec-
tion, at least 20 business days before 
the person assumes any duties as a 
member of the OF board of directors. If 
the OF board of directors, in FHFA’s 
judgment, fails to elect a suitably 
qualified person, FHFA may appoint 
some other person who meets the re-
quirements of paragraph (a)(2) of this 
section. FHFA will provide notice of its 
objection to a particular Independent 
Director prior to the date that such Di-
rector is to assume duties as a member 
of the OF board of directors. Such no-
tice shall indicate whether, given 
FHFA’s objection, FHFA intends to fill 
the seat through appointment or a new 
election should be held by the OF board 
of directors. 

(e) Initial Selection of Chair and Vice- 
Chair. The first Chair and Vice-Chair of 
the OF board of directors after the ef-
fective date of this regulation shall be 
appointed by FHFA. The Chair shall be 
selected from among the Independent 
Directors appointed under paragraph 
(c)(1) of this section. The Vice-Chair 
shall be selected from among all OF 
board directors. 

(f) Subsequent Election of Chair and 
Vice-Chair. After the terms of the per-
sons selected under paragraph (e) of 
this section expire or the positions oth-
erwise become vacant: 

(1) Subsequent Chairs shall be elected 
by majority vote of the OF board of di-
rectors from among the Independent 
Directors then serving on the OF board 
of directors; and 

(2) Subsequent Vice-Chairs shall be 
elected by majority vote of the OF 
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board of directors from among all di-
rectors. 

(3) The OF board of directors shall 
promptly inform FHFA of the election 
of a Chair or Vice-Chair. If FHFA ob-
jects to any Chair or Vice-Chair elected 
by the OF board of directors, FHFA 
shall provide written notice of its ob-
jection within 20 business days of the 
date that FHFA first receives the no-
tice of the election of the Chair and or 
Vice-Chair, and the OF board of direc-
tors must then promptly elect a new 
Chair or Vice-Chair, as appropriate. 

(g) By-laws and Committees. (1) The 
OF board of directors shall adopt by- 
laws governing the manner in which 
the board conducts its affairs, which 
shall be consistent with the require-
ments of this part and other applicable 
laws and regulations as administered 
by FHFA. The by-laws of the board of 
directors shall be subject to review and 
approval by FHFA. 

(2) In addition to the Audit Com-
mittee required under § 1273.9 of this 
part, the OF board of directors may es-
tablish other committees, including an 
Executive Committee. The duties and 
powers of such committee, including 
any powers delegated by the OF board 
of directors, shall be specified in the 
by-laws of the board of directors or the 
charter of the committee. 

(h) Compensation. (1) The Bank presi-
dents shall not receive any additional 
compensation or reimbursement as a 
result of their service as a director of 
the OF board. 

(2) The OF shall pay reasonable com-
pensation and expenses to the Inde-
pendent Directors in accordance with 
the requirements for payment of com-
pensation and expenses to Bank direc-
tors as set forth in part 1261 of this 
title. 

(i) Corporate Governance and Indem-
nification. (1) General. The corporate 
governance practices and procedures of 
the OF, and practices and procedures 
related to indemnification (including 
advancement of expenses) shall comply 
with applicable Federal law rules and 
regulations. 

(2) Election and designation of body of 
law. To the extent not inconsistent 
with paragraph (i)(1) of this section, 
the OF shall elect to follow the cor-
porate governance and indemnification 

practices and procedures set forth in 
one of the following: (i) The law of the 
jurisdiction in which the principal of-
fice of the OF is located, as amended; 
(ii) the Delaware General Corporation 
Law (Del. Code Ann. Title 8, as amend-
ed); or (iii) the Revised Model Business 
Corporation Act, as amended. The OF 
board of directors, as constituted under 
this part, shall designate in its by-laws 
the body of law elected pursuant to 
this paragraph (i)(2) within 90 calendar 
days from the date that it holds the or-
ganizational meeting required under 
§ 1273.10(a) of this part. 

(3) Indemnification. Subject to para-
graphs (i)(1) and (i)(2) of this section, to 
the extent applicable, the OF shall in-
demnify (and advance the expenses of) 
its directors, officers and employees 
under such terms and conditions as are 
determined by the OF board of direc-
tors. The OF shall be authorized to 
maintain insurance for its directors, 
the CEO, and any other officer or em-
ployee of the OF. Nothing in this para-
graph shall affect any rights to indem-
nification (including the advancement 
of expenses) that a director, the CEO, 
or any other officer or employee of the 
OF had with respect to any actions, 
omissions, transactions, or facts occur-
ring prior to the effective date of this 
paragraph (i). 

(j) Delegation. In addition to any dele-
gation to a committee allowed under 
paragraph (g) of this section, the OF 
board of directors may delegate any of 
its authority or duties to any employee 
of the OF in order to enable OF to 
carry out its functions. 

(k) Outside staff and consultants. In 
carrying out its duties and responsibil-
ities, the OF board of directors, or any 
committee thereof, shall have author-
ity to retain staff and outside counsel, 
independent accountants, or other out-
side consultants at the expense of the 
OF. 

§ 1273.8 General duties of the OF 
board of directors. 

(a) General. Each director shall have 
the duty to: 

(1) Carry out his or her duties as di-
rector in good faith, in a manner such 
director believes to be in the best in-
terests of the OF and the Bank System, 
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